Solution (Algebraic method) 


<4D,000)+5% of Air condition 
(30,000)+25% of maintenance 


Maintenance Dept = X = 

Air conditioning Cost = Y = 


X =40,000+5% of y 
X =30,000 + 25% of x 
X =40,000+0.05<30,000+0.25x) 
X =40,000+1500+0.0125x 
X “0.01 25x = 41,500 
0.9S75* = 41,500 . " 

41,500 


Cost of Maintenance Dept 
X = 42,025 

Y = 30,000 + 25% of x 

Y = 30,000 + 0.25 <42,025) 

Y = 30,000 +10,506 = 40,506 


Apportionment 


Madiinay 

Finishing 

Maintenance 

Air-conditicn 

1,00,000 

70,000 

40,000 

(42,025) 

30,000 

25,215 

6,304 

2,025 

10,506 

(40,506) 

2S,354 

10,127 

2,025 

40,506 

1,53,569 

■56,431 

0 

0 


Overhead Absorption Rate 

tstiiriatetf i-uh cost 
Estimated activity level 




lasts Of Overhead Absorption 


Machine hnurn 
Piftcl L at)f?r hours 
P i reel Labor cost 
Prime Cost 

Nunbtfi' of unit out pul 


Per Hour 


]- 


PMfMnl^ 



Basis Of Overhead Absorption 

Machine hourm 


Per Hour 

Oirec! tabor hours 


Uirecl Labar cos! 

■ Porconlvgu 

Prime Coat 

Nunt»r of unit out put 






FDH Variances 


Budget Varian ce i Sp ending vari ance 

Arises due to 2nd reason 


Capacity Variance ( Volume Variarce 

Arises duets 1st reason 




FOH Variances 


Volume Variance 

Applied F.O.H coat 

Less Estimated FO.H cost *** 


If + la^matb 

If - unfa vo rab-le 




FOH Variances 


Budgeted Vanarce 

Estimated F.O H cobI 
less Aetna* F O H cost 


If + favcfufcic 

If - unfa % orsb-le 



Example 


Est mated Cost 



Fixed FOH cAir 


ft* aa.iioo 

var'mbit FOH e**t 


1,00, UDD 

Acljvit> Uovo 

au, uqo 

D if act Labor hours 



Example 

Rates 

Fibnd FOH rafa - SU.lKtf/ZO.OGQ 

- 4/DirEct nb^r hrs 

V^nabic FO H nto -IGa.OOD^B.OGG 
= 5/Dkect labor hr 

rule 3 



Example 


ActJfll 0)3! 


FiKfld FOH coe< 

bq.ciqo 

u»r*ab<e FOH c**t 

1,20,000 

A£SllVlt> Lovo 

as. ooo 

Diroct Labor hnurt 



Solution 


YduBDE-Mafianefi 

Applied FOM cobi 

z.as.aoo 

icspacTy attained i 

Oveitmaj aP«Qrphbit rale) 

2G 000 x 9 

E •tiwelti J FOh Luut 

2.00,000 

{Fixed FOM coal * 

Hiniiiicity alTalru+H x u:mahlR rjlni ) 
00.000 + f 25.000 * 5 j 


u ^ayorahla 

20,000 


Snlutinn 


ft Ltd q e ted Va narcs 

Eeti mated F OH coat 
Less Actual FOH Coal 
Favorable 

Totat Vanarce 

Afifihnrt FOH 


2 r o&,cao 
2.00.000 
5. GOO 

?.5ft.non 
2 r oo.aoo 
», ooo 


L«ii Actual FOH 
, Total V&rlAneft 


Alternative method 

Volume variance 

E»lmalgd FOH C03t <25.000 * 4) 1 , 

Last Finad FOi - 

Budgeted Viiriance 


L^l 


EtthnrttcJ FOH [S.JOflvfi) 
Los i A-IubI TOH 


i P as P ooo 

i P 20,aoo 

5,000 


8 e 8 


